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The Role of Research in the Development
of Accounting Theory
Virginia R. Huntington, CPA

staff, who is advised in carrying out the re
search study by the Director of Accounting
Research ...”

During the past several years accountants,
through the AICPA, have implemented a re
search program designed to examine the basic
nature and objectives of accounting as an ex
pression of economic activity. The program, as
developed by the profession, has provided a
central vehicle for the analysis of accounting
thought and for the construction of an account
ing principles inventory. A recently released
principles research study constitutes an un
official summary of accounting concepts and
principles prepared for the consideration of
the Accounting Principles Board. It should
provide some useful guidelines for a further
refinement of principles within the framework
of underlying business objectives and the basic
concepts of accounting.

In August, 1964 Mr. Jennings, as Chairman
of the Accounting Principles Board, reported
on the status of the acceptance of the Board’s
opinions.4 In December, 1962 the Board had
issued its Opinion No. 2 on the subject of the
accounting treatment of the Investment Credit
and had met serious challenges from a conflict
ing opinion issued by the S.E.C. and from
public statements made by several members of
the accounting profession. In April, 1963 the
Board voted to request the Executive Commit
tee of the Council of the Institute to implement
the revision of the Institute’s standards of
reporting “so that they would be related to pro
nouncements of the Board.”5 Recommenda
tions presented to Council were (1) that mem
bers, in reporting on financial statements should
direct attention to any variation from principles
which the Board had approved and (2) that
the auditing standards of the Code of Profes
sional Ethics be similarly amended.6

In order to understand some of the ramifica
tions of the research effort of the Institute, one
should review the history of its development.
In 1957, Alvin R. Jennings, the then newlyinstalled president of the AICPA, “called for
the establishment of an expanded and inde
pendent Institute research program . .’ "1 He
proposed that the research effort should “re
examine the basic assumptions of accounting
. . . develop authoritative statements to guide
accountants, and . . . aid in improving under
standing of financial statements by those who
relied upon them.”2 As a result of his sugges
tions, the Accounting Principles Board was
established to assume the responsibilities of the
Institute’s Committee on Accounting Procedure.
It was anticipated that the previous “case-bycase” approach of the Committee would be
replaced by a conceptual approach on the part
of the Board, in order to get at the foundations
of accounting. Mr. Jennings appointed a spe
cial committee on research program. The com
mittee’s report of December, 1958 became the
basis of the Charter Rules of the Accounting
Principles Board.
The special committee recommended3 that
the Accounting Principles Board be designated
as “the sole group within the Institute having
authority to make or authorize public pro
nouncements on accounting principles.” The
committee stated further that the Board ordi
narily would not act upon any matter “until
it has been thoroughly studied by a competent
independent investigator from the research

In 1964 the Spring Council meeting of the
Institute became the focal point of an extended
professional debate. Finally, the Council re
solved that it was the sense of the meeting that
reports of members “should disclose material
departure from Opinions of the Accounting
Principles Board and that the President is here
by authorized to appoint a special committee
to recommend to Council appropriate methods:
of implementing the substance of this resolu
tion.

Following the resolution of Council, AICPA
President Clifford V. Heimbucher announced
his appointment of a committee on Accounting
Principles Board opinions, to operate under the
chairmanship of William W. Werntz, a former
chief accountant of the S.E.C. and the last
chairman of the discontinued Committee onAccounting Procedure. Other members of thecommittee appointed were: Albert J. Bows,
Chairman of the AICPA Committee on Audit
ing Procedure; Paul Grady, retiring AICPA
Director of Research; John R. Ring, Chairman
of the Institute’s Committee on Professional
Ethics; J. S. Seidman, a former President of the
Institute and the first Chairman of the Institute’s,

The Woman CPA is published bi-monthly and copyrighted, 1965, by the American Woman’s Society of
Certified Public Accountants and American Society of Women Accountants, 327 South LaSalle Street,
Chicago, Illinois 60604. Subscription price $1.25 annually. While all material presented is from sources
believed to be reliably correct, responsibility cannot be assumed for opinions or interpretations of law,
expressed by contributors. Second-class Postage Paid at Chicago and at Additional Mailing Offices.

3

in the new research effort first inaugurated by
the AICPA in 1958 consists of a report on the
activities of the Research Director and his
staff. Mr. Reed K. Storey, former Assistant
Director, succeeded Mr. Paul Grady as Direc
tor on September 1. Mr. Storey has written a
very interesting historical summary of AICPA
research and of the highlights of research ac
tivities conducted by individuals and by the
American Accounting Association, integrating
the more significant accomplishments into a
pattern of growth and development of account
ing thought. Reading this publication is well
worth the time of any accountant. It is entitled
The Search For Accounting Principles, Today’s
Problems in Perspective, published by the
AICPA.

Long-Range Objectives Committee (organized
in 1957); Maurice H. Stans, a former President
of the Institute; and Glenn A. Welsch, Presi
dent of the American Accounting Association.
The committee was asked to report at the Fall
Meeting of Council in Miami Beach in October.

The report of the special committee, sub
mitted to the Fall Council Meeting, was
adopted with two amendments, the first calling
for further study before voting on whether to
make the disclosure provisions enforceable un
der the Institute’s Code of Professional Ethics,
and the second providing that disclosures of
departures from Board opinions could be made
by management in footnotes to the financial
statements rather than in the auditor’s report.
The committee stated in part8

The Research Staff of the Institute has issued
seven research studies, dealing with basic pos
tulates, cash flow, broad principles, leases,
business combinations, price-level problems,
and an inventory of generally accepted ac
counting principles for business enterprises.
Other studies are in formative stages. Some
of the first six studies (notably the third) have
been criticized as being too far removed from
current practice, stressing in terms of the
authors’ views “what should be” rather than
“what is.” However, most accountants agree
that all of the research studies are significant
documents and that all have contributed to the
development of a foundation for the construc
tion of an inventory of principles. The studies
have not received official endorsement from
the APB. Presumably the Board will use the
studies as reference material in developing its
pronouncements of opinion. Initially, the Board
has issued its opinions in specific problem
areas created by the depreciation guidelines
of the Internal Revenue Service and by the
investment credit of the tax law, by the trend
toward the presentation of “cash-flow” per
share in published financial statements, and
by controversy over the appropriate disclosure
of long-term lease obligations in financial state
ments.

(1) Generally accepted accounting princi
ples are those principles which have
substantial authoritative support.
(2) Opinions of the Accounting Principles
Board constitute substantial authorita
tive support.
(3) Substantial authoritative support can
exist for accounting principles that dif
fer from Opinions of the Accounting
Principles Board.
(4) No distinction should be made between
the Bulletins issued by the former com
mittee on accounting procedure on mat
ters of accounting principles and the
Opinions of the Accounting Principles
Board. Accordingly, references in this
report to the Opinions of the Account
ing Principles Board also apply to the
Accounting Research Bulletins.
The Committee stated further9 that the re
porting member must decide whether an ac
counting principle has been employed which
does not coincide with APB opinion; if it does
not he must decide whether there is other
“substantial authoritative support.” If not, he
must qualify or withhold an opinion, or issue
an adverse opinion, as is appropriate. If he
concludes that there is other authoritative sup
port, he may issue an unqualified opinion but
he must disclose the departure from APB
opinion in his report or see that the disclosure
is presented by management in a footnote to
the financial statements. These provisions are
effective for fiscal periods that begin after
December 31, 1965. The Accounting Prin
ciples Board will review all existing APB opin
ions in the light of these provisions to determine
whether any of the five opinions issued to date
should be amended or withdrawn. Accounting
Research Bulletins will be subject to the same
type of review.

The 1964-1965 AICPA President, Thomas
D. Flynn, has called on business leaders, in
vestment analysts, and others to support the
APB effort. Following are some excerpts from
his remarks:10
“. . . top management, including financial ex
ecutives, has a primary interest and responsi
bility ... in the ground rules which govern
the preparation and presentation of financial
statements. . . .
“With an increased participation by, and co
operation between, all groups in our society who
have a strong interest in the continued develop
ment of accounting principles, I am confident
(continued to page 8)

The rest of the story of recent developments
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Impressions of the Vienna Congress-1964
Eva M. Laburn, C.A.

Music is an international language, but at
the business sessions we were dependent on
simultaneous translation. There were three
official languages, German, French and Eng
lish, and we wore earphones tuned in to the
appropriate one. Although we admired the
translators up in their glass boxes, we did not
envy their exacting task, especially as many
technical terms were used. Hearing them at
work, we realized the enormous difficulty of
the U.E.C. in trying to promote understanding
amongst representatives of the member bodies.
Fortunately, the new President of the U.E.C.,
Mr. Treffers of the Netherlands, is a brilliant
linguist. He is already popular with many
members of the Scottish Institute, since his
visit to our Summer School at St. Andrews
University, where he impressed us as much
by the warmth of his personality as by his
fluent English.

It has been suggested that a short article on
the fifth U.E.C. Congress, which took place in
Vienna from 31st August to 3rd September
1964, might be of some interest to readers of
the Woman CPA. This Congress, the fifth
held by the Union Europeene des Experts
Comptables Economiques et Financiers, was
the first European Accountants’ Congress for
which members of the British accountancy
bodies were eligible.

I was one of seven lady members of the In
stitute of Chartered Accountants of Scotland
who took advantage of this opportunity, and
thoroughly enjoyed the experience. However
I must confess that I was part of what might
be termed the “tourist fringe” of the Congress,
and any reader anxious for a full account of
the serious side of the proceedings must look
elsewhere. Any intention I had of concentrat
ing on the business was quickly shattered by
the magnificence of the Wiener Hofburg, where
the headquarters of the Congress were situated.
This enormous palace was formerly the Vienna
residence of the Hapsburg Emperors. The
original part dates from 1279, and various
additions to the buildings were made between
1440 and 1913, so that the Hofburg is now a
huge complex of various architectural styles.
The main hall of the Congress centre, where
the business sessions were held, is most im
pressive, adorned with paintings on the ceiling,
and glittering chandeliers. On the opening
day, the platform was bright with the flags of
the nations represented.

One of the most memorable occasions in our
crowded week was a performance of “Madame
Butterfly” by the Vienna State Opera. The
Opera House, first opened in 1869, was badly
damaged by bombs in the second World War,
but has been carefully reconstructed. Many
of us would have preferred a Mozart Opera,
or one of the lighter operettas associated with
Vienna, to the long sad story of Butterfly, sung
in the original Italian. But the singing and
the costumes were beautiful and it was a thrill
ing experience to be part of the capacity
audience in the grandeur of the white and
gold auditorium.
After the opera, four of the Scottish lady
members were entertained by Frau Martha
Leifer in her town flat, which also serves as
her office. Frau Leifer, a charming Viennese,
is one of the few Austrian lady accountants.
We had met previously when she visited Edin
burgh for the European Congress in 1963, and
we greatly enjoyed our half-English half-Ger
man talk with this delightful and vivacious
lady—to say nothing of her excellent Austrian
champagne and Viennese pastries!
The Viennese we met all seemed friendly,
kind and cheerful. Many of them must have
suffered deeply in the terrible years of war
followed by the long Russian occupation. Their
noble city, once the heart of the vast AustroHungarian Empire, is now the capital of a
country little bigger than Scotland, and tour
ism is one of its main industries. Many fine
new buildings have risen from the rubble.
Elaborate underground street crossings, with
(continued to page 8)

The very name of Vienna suggests gaiety
and music, and although much of the gaiety
may have departed, the music remains. The
Congress opened with fanfares of trumpets and
the playing of the Austrian National Anthem,
followed by a performance of the first move
ment of a Mozart symphony by a section of
the Vienna State Opera Orchestra. After
speeches of welcome and a talk on Interna
tional Investment, the morning’s work was
rounded off by the fourth movement of the
same symphony, played by the musicians high
in their gallery above the platform.

The afternoon of the first day was devoted
to a sight-seeing tour which included a visit to
Schonbrunn Palace and a trip to the Vienna
woods. In the evening there was a reception
by the Mayor in the Rathaus, the Town Hall,
another historic building, with a long and
lofty ballroom which soon echoed to the rafters
with the strains of Strauss Waltzes and other
Viennese melodies.
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ASWA in Action
Phyllis E. Peters, CPA

President 1964-1965

Progress seems to come slowly—in past years
you have read of the plans for a Speakers’
Bureau composed of members of ASWA and
AWSCPA. Work is continuing on this phase
of our activities, and it is hoped that the proj
ect will be completed in the near future. We
believe that a well functioning Speakers’
Bureau could serve as an excellent vehicle in
our continuing effort to present women as
effective, capable accountants.
To Margaret Lauer and the other officers
and committee chairmen of American Wom
an’s Society of Certified Public Accountants—
my grateful thanks! Our two societies have
worked together closely this year on “Mapping
Your Future?”, the proposed Speakers’ Bureau,
the Joint Annual Meeting in Miami, and many,
many other projects. AWSCPA’s cooperation
has been heartwarming, and its sincere con
cern for the welfare of ASWA is something
for which we in ASWA should be particularly
thankful.

We welcomed Anderson Chapter #77 to
our ranks this year with the hope and expec
tation that the women of that Indiana com
munity will find in ASWA a means of im
proving their skills as accountants and of
enhancing the opportunities for women as
accountants.

1964-65 will live in my memories—and I
hope in yours. It is my sincere hope that you
have gained a great deal this year from your
ASWA membership. The opportunities have
been present in the form of a mosaic of ac
tivities in the chapters, of stimulating com
bined meetings of several chapters, of chal
lenging regional conferences, and of an exciting
annual meeting.

Devotion to their tasks has been the hall
mark of the members of the National Board
of Directors this year. Each has accom
plished a great deal this year towards our
goal of advancing the interest of women in
all fields of accounting. We have all attempted
to work closely with our counterparts in the
chapters and we hope that the resulting ex
change of ideas has been as valuable to you
as it has been to us. I am indebted to them
for their enthusiastic cooperation, as well as
to Beatrice Langley and the staff at National
Headquarters—without them ASWA could not
function.

For the most part, our 76 chapters have
been alive with the excitement which is indi
cative of professional people meeting the chal
lenge of a demanding profession in an age of
constant progress and change. Our chapters
have presented informative programs and
seminars to their members on many new phases
of accounting and have worked closely with
local schools to bring the story of women in
accounting to both students and educators.
The enthusiastic response from educators,
the business community and our own mem
bers to the career information booklet, “Map
ping Your Future?”, which was produced by
ASWA and AWSCPA, indicated that we were
indeed filling a need in this area. Hopefully,
the ASWA members of the future are young
women who will find sound advice and en
thusiastic encouragement in this booklet.

It has been a rich and rewarding experience
for me to serve as your president. Thank you
for the privilege, and particularly for the en
thusiasm with which you have supported
ASWA and its varied activities.
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ASWA Presidents Message
Margaret L. Bailey, CPA

Denver, Colorado

Our Society has gained momentum in the
past through the leadership of capable and
dedicated women. Last year was no excep
tion, and all of us appreciate the outstanding
work done by Phyllis Peters and the fine group
who assisted her.
Looking forward, I believe firmly that
women will be more and more in demand as
accountants in private industry, in govern
mental units, and in public accounting. The
special talents which women bring to this pro
fession have opened new doors each year. The
opportunity is there for those who are pre
pared for it.

One of the primary objectives of ASWA is
to increase the competence of. its members.
Technical meetings, study sessions, seminars
and conferences are all planned to increase
our proficiency and knowledge. Many of us
have taken advantage of these programs and
have been richly rewarded by them. In to
day’s world we also need to improve our
ability to communicate. Most of us, however,
have not taken advantage of the opportunity
to improve our speaking ability. All chapters
need speakers and many are organizing a
speakers’ bureau. But the response from the
members is less than what it should be. Avail
yourself of this opportunity to improve your
self by stepping forward when a request for
speakers is made. This skill, like others, can
be acquired by determination and practice.

and Jane M. Urich of Flint. Phyllis E. Peters
will continue to assist us as Director Ex-Officio.

Our achievement will depend to a great
extent on the cooperation of the individual
members and chapters. We ask your loyal
support and look forward to a year of accom
plishment.
Margaret L. Bailey, a native of Nebraska, grad
uated from the University of Nebraska in 1942. She
passed the CPA examination in 1952, after having
completed the International Accountants Society
course. At the present time, she is the senior partner
in the firm of Bailey and Wylie, CPA’s, Wheatridge,
Colorado.

The officers and directors you have elected
to serve with me for the year are qualified
and enthusiastic. I would like to present them
to you: Dr. Bernadine Meyer of Pittsburgh
assumes the post of President-Elect. The Vice
Presidents are Dr. Virginia Huntington of
Phoenix, Darthe F. Nay of St. Louis, and
Naomi J. Nelson of Portland. Cleo E. Burgess
of Denver assumes the duties of Secretary
and Antoinette M. Peters of Cincinnati, those
of Treasurer. Directors include Marguerite C.
Brugh of Richmond; Betty H. Gauvin of Ft.
Lauderdale; Mary Louise Hawkins of Chicago;
Edrie C. Henry of Atlanta; Julia J. Kaufman
of Cleveland; Janet S. Kennedy of Syracuse;

Mrs. Bailey and her husband, Robert D. Bailey
(a consulting engineer) are the parents of two sons,
who will both be students in Colorado State Uni
versity this fall.
Mrs. Bailey is a member of the American In
stitute and Colorado Society of CPA’s, AWSCPA,
and the Business and Professional Womans Club.
As a member of the American Society of Women
Accountants, she has served as president of the
Denver Chapter, as well as National Director and
Vice President.
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Impressions

Role of Research

(continued from page 4)
that we can make the calm, steady, and per
sistent progress we all want.
“. . . you should inquire deeply into the reason
ing which supports the acceptance or rejection
of a given accounting principle. . . .
“I am personally determined to do everything
I can to see that the American investor has
access to all the information needed for intel
ligent decisions.”

(continued from page 5)
modern shops and escalators have been built
where bomb craters must have gaped not so
very long ago. In spite of their troubles, how
ever, the Viennese can still enjoy a joke, and
give a hearty welcome to visitors from abroad.

Vienna lies within the eastern tip of Austria,
very near the frontiers with Hungary and
Czechoslovakia, and it was strange for us to
see the signposts pointing to places beyond
the Iron Curtain. Travel between West and
East seems to be quite easy, and Frau Leifer
had in fact spent a holiday weekend in Hun
gary just before the Congress.

From all appearances, the role of research in
the development of accounting theory is as
suming a new dimension. The complementary
efforts of the APB and of the Director of
Research of the AICPA are beginning to show
the promise of a leadership desperately needed
if the profession is to achieve a greater uni
formity in the understanding and application
of accounting principles. Investors and others
who rely on published financial statements for
information upon which to base investment
and other financial decisions will be the prime
beneficiaries of the research program. The
preface of the recently published principles
study cites the desire of the research staff and
of Mr. Paul Grady, Director during most of its
formulation, to summarize the significant re
search accomplishments of predecessor com
mittees and individuals, and to “look forward
to future progress.”11 Such progress may be
anticipated if the business community supports
the Accounting Principles Board with construc
tive criticism in the early stages of the drafting
of its opinions and follows the disclosure reso
lution of the Council of the American Institute
when Opinions of the Accounting Principles
Board are not followed in the preparation of
financial statements.

Like most visitors to Vienna, we made a
point of seeing the famous Blue Danube. This
great river was doubtless blue and beautiful at
the time when Johann Strauss wrote his im
mortal waltzes, but now the Danube is a busy
grey waterway, carrying barges and industrial
traffic, as well as pleasure steamers. We crossed
the river by a modern bridge to visit the Inter
national Garden Show, which was made re
cently on what was formerly waste ground to
the northeast of the city. A huge new tower
in the grounds is crowned by a revolving res
taurant, which gives its patrons a splendid
view of Vienna and the surrounding country,
and of the Danube winding on its way towards
Hungary.
Another afternoon we were privileged to
attend a special performance of the Spanish
Riding School, which was conveniently near
the Congress Centre, in another part of the
vast Hofburg. The Riding School is the oldest
of its kind in the world, having been founded
in 1565. The splendid Riding Hall, erected
between 1729 and 1735, looks like a ballroom,
apart from the thickly sanded floor. The per
fectly trained white horses are descended from
Spanish stock, originally brought to Vienna for
the Imperial stud in 1580. They seemed proud
to show their paces to the spectators in the
pillared galleries.

Footnotes

1Reed K. Storey, The Search for Accounting
Principles (New York: The American Institute of
Certified Public Accountants, 1964), p. 7.
2Idem.
3Ibid., p. 55.
4Alvin R. Jennings, “Opinions of the Accounting
Principles Board,” The Journal of Accountancy,
August, 1964, pp. 27-33.
3Ibid., p. 27.
6Ibid., p. 28.
7Ibid., p. 29.
8News Report, The Journal of Accountancy,
November, 1964, pp. 11-12.
9Ibid., p. 12.
10Editorial comment and excerpts from speeches
by Thomas D. Flynn, The February, 1965 CPA
(New York: The American Institute of Certified
Public Accountants), pp. 2-3.
11Paul Crady, Inventory of Generally Accepted
Accounting Principles for Business Enterprises
(New York: The American Institute of Certified
Public Accountants, 1965), p. viii.

A banquet and ball in the halls of the Hof
burg on the final evening made a fitting climax
to the Congress. Most of the guests at the
long, decorated tables wore full evening dress.
The formidable menu included a Danube Fish
dish, and rather to our surprise “filet de boeuf
a 1’anglaise”—roast beef. The sweet was a typi
cally Viennese Apfel Strudel, and there was a
profusion of every kind of drink, from beer to
champagne. In the interval between banquet
and ball, we had the pleasure of watching a
delightful ballet, by dancers of the State Opera.
Thereafter the musicians took over, and a gay
night’s dancing—waltz and polka, cha-cha and
twist—brought a hectic week to a happy close.
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A Day in the Life of a Woman
Free Lance Accountant
Barbara H. Blagg F.C.A.

7.30 a.m. The phone ringing by my bed
awakens me (why did not the alarm clock do
so?), and when I give a sleepy number a
client’s voice says “Can I bring those papers
to you on my way to work?” “Yes, certainly”
say I. “Right! be with you just before 8
o’clock”. So started another busy day. Out
of bed and into the bathroom—the water’s
not very hot: hope the boiler hasn’t gone out!
—and all ready to see the client at 7.55 a.m.
“It’s so useful having someone who works at
home” she says, “because it does mean you
are available out of normal office hours”. How
very much you believe that, think I, as I shut
the front door, remembering that she had
been with me from 9 to 10.30 p.m. the previ
ous evening.
Oh well! New let’s look at that boiler. Yes
it is out! Put on a large overall and a duster
over my head, and get out the dead ashes,
clean the flues, relay and relight. In the midst
of doing so the phone rings again (how fortu
nate there is no sight attached to the phone;
I couldn’t have answered it in this “fancy
dress”).
A new client this time. “Your doctor gave
me your name and thought you might be able
to help me. Could I possibly come along this
morning please, about 11 o’clock?” A quick
glance at my diary, then “Yes certainly” I
say, “You know your way? Good! Don’t worry,
I’ll do what I can.’ I put the phone down in
thoughtful mood. She sounds very distressed,
but there must be some chance that I can
help, or Doctor would not have sent her to me!
By now it is 8.45 a.m. and I haven’t had
even a cup of tea, so on with the kettle and
out with some food for breakfast, going
through the post, which has just arrived, whilst
I am eating it. An hour and three-quarters of
routine work, clearing client’s and Inspector’s
queries, and I am ready for my new client.
No wonder Doctor wanted someone to help
her: her husband walked out on her, her
seven year old daughter has shock asthma in
consequence, and, having gone out to work
to have something to live on, income tax is
being deducted at the standard rate from her
total earnings, because of course she has not
completed a tax return. So there really is
something I can do for her, but she is in such
an emotional state that it has taken an hour
and a half to extract the story and the requisite
information from her.
Now prepare the vegetables and get lunch
cooking—re-check the casts of a set of Accounts

and try to find the difference while it cooks!
—, lunch (wash up while I drink my coffee),
then oft on a regular fortnightly visit to a
chemist whose books I write up. When I get
there, what a mess! Burglars paid a visit last
night, and, in searching for money (which
wasn’t there), had thrown the books and
vouchers, etc. on to the floor and left them.
They did take away quite a bit of stock; so
my client, who had left the books and papers
for me to sort out, because he knew that I
was coming today, asked me to work out the
insurance claim. A hard afternoon’s work,
and back home to hear the telephone ringing.
An elderly married client who cannot under
stand why, when people whose combined total
income does not exceed £575 are exempt from
tax, he is not entitled to £575 free before
starting to calculate his tax; and he is quite
certain that he is being overcharged, and I
do not seem to be doing anything about it
for him! I patiently explain the provisions of
the Finance Act in regard to elderly persons
again—I must have done so in different ways
at least six times before—and he rings off to
“look up his information”.
Now for a quick snack—no time to wash
up—, and I just catch the train and reach a
committee meeting with one minute to spare.
What a terrible chairman; he lets people di
gress and waste time, instead of keeping to
the business of the meeting and getting on
with the job. The meeting closes at 10.15 p.m.
and I am very grateful to be given a lift
home by another committee member. And so
11 p.m., make up the boiler, do that washing
up, get a hot drink, and into bed.
And what does it all add up to? Financially
very little; but I hope I have smoothed the
cares of at least two people, and kept a small
part of the clockwork of business ticking over.
Would I change? I don’t think so. There are
times when I think it would be nice to have
a job in a large firm and work regular hours,
leaving office cares behind me when I leave
work at the end of the day. On the other
hand I can occasionally take a week-day off
(some compensation for working on Satur
days and often part of Sundays) and go to
visit an elderly aunt, or even, very occasionally,
join a friend for a day trip to the coast or to
some place of interest. Even on the question
of taking a long time over a job it is a relief
to know that there is only myself to lose by
it; I haven’t got to account to a boss for the
(continued to page 10)
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A Woman CPA in Holland
Drs. F. J. de Winter-Otto

Accountant Lid V.A.G.A.
I would like to give you some particulars
about my living and my work so that you
may get some idea about it. Perhaps it is
interesting to you.
My husband and I are both CPA’s. He is
working in an accounting firm; I am ad
ministrator at the Municipal Social Service
in The Hague. I’ve been doing this job for
eight years now; I have to manage the total
administration and internal control of the
service, and therefore I have a staff of about
150 persons. It is a rather interesting but
very busy job.
We are living in a very comfortable house
in Wassenaar (very near The Hague) and
both of us use our car to go to our work (my
husband a big one, and I a very small one).
I believe that is just like you in the U.S.A.
do. We have 4 children, the oldest 11 years,
the youngest 1½ years old. So perhaps you
can understand that, although I have a ca
pable girl who lives with us and takes care
of the children and the housekeeping, there
always are many things resting to be done
by me. Sometimes it seems to be too much,
even to me; and then I try to take some holi
days of 1 or 2 weeks, to relax!
This way of life, as I described to you, is
here in Holland rather extraordinary and most
people, especially men, don’t like it. The gen
eral opinion here is that a married woman
should stay at home with her children and
should not take a job which keeps her away
all day long. Fortunately, my husband and I
fully agreed about my taking a full-time job,
and I did so after graduating from the Rotter
dam Economic University in 1947.
I think here in Holland it is really a prob
lem to girls who wish to get a university de
gree and afterwards take a job and continue
that after her marriage. I know that married
wives of about 30 or 40 years old with little
children seldom can obtain a good responsible
job because the men that have to employ
someone most often chose men instead of a
married woman.
Therefore you can perhaps understand that
I read with very much interest your booklet
“Mapping Your Future?” and that I was a little
jealous reading the figures stated therein. In
the U.S.A. it must be a working paradise for
married graduated women compared with
here in good old Holland. Perhaps it will be
changing slowing in the future, but we Dutch
men are rather conservative people!
About women in accountancy I can tell

you that here in Holland there are no more
than about 20, most of them working as ad
ministrators or other internal jobs. Only 2 or
3 of them are public accountants in a firm.
I hope I gave you a slight idea about our
living and working; if you might be interested
in some more particulars, please write me and
I really will try to send you my answer as
soon as possible.
A Day in the Life

(continued from page 9)
length of time spent, and as I am, unfortu
nately, a slow worker that used to happen
frequently in the old days. Also being free
lance I probably get to know my clients in a
more personal way than I should do other
wise; in fact several of my clients have become
friends; and one can never have too many
friends in this life.
Is that the marmalade burning? If so it
serves me right for trying to write this and
make the marmalade at the same time, on a
Sunday morning instead of going to church.
But there is always evensong!
Miss B. H. Blagg F.C.A.

Bom in the house next to the one I now occupy,
and never having lived anywhere else, means that
I am fairly well known (for good or bad!) in this
area, although my life has been very ordinary.
After a not very clever school career, I was Ar
ticled to the first woman Incorporated Accountant,
who died during the term of my Articles, and I
finished training under the first woman Chartered
Accountant, Miss Ethel Watts, who was at the New
York Congress, and whose passing in November
1963 left us so much poorer. After qualifying in
1937 I gained wider experience by working, for
various lengths of time, during the next 12 years
for several large firms of Accountants. By the end
of 1949 however, I was needed at home, and so
I started building up my own practice, thankful
that I had a calling that I could follow from my
own home. And being known in the area was an
asset. After my parents’ deaths a colleague kindly
looked after my practice for 5 months and I went
to New Zealand and Australia with thoughts of
emigrating, but found that I was too old for this
and so returned home and carried on as a free
lance accountant.
In addition to the International Congress in New
York in 1962, I attended the International Congress
in London in 1952, when I was one of the liaison
officers for both the New Zealand and the Burmese
delegations; and in 1963 I attended the European
Congress in Edinburgh, where I met again several
people who had been at the New York Congress
the previous year.

10

TAX FORUM
DOROTHEA WATSON, CPA

Professional Corporations Regulations

disqualification, or election to inconsistent
public office of any member will (deter
mined without regard to any agreement
among the members) cause under local law
the dissolution of the organization. A bus
iness corporation has a continuing identity
as an entity which is not dependent upon
a shareholder’s active participation in any
capacity in the production of the income of
the corporation. Furthermore, the interest
of the shareholder in an ordinary business
corporation includes a right to share in
the profits of the corporation, and such right
is not legally dependent (determined with
out regard to any agreement among the
shareholders) upon his participation in the
production of the corporation’s income.
However, the interest of a member of a
professional service organization generally
is inextricably bound to the establishment
and continuance of an employment relation
ship with the organization, and he cannot
share in the profits of a professional service
organization unless he also shares in the
performance of the services rendered by the
organization. For purposes of this para
graph, the term ‘employment relationship’
is used to describe such active participation
by the member and is not restricted to the
common-law meaning of such term. If local
law, applicable regulations, or professional
ethics do not permit a member of a pro
fessional service organization to share in its
profits unless an employment relationship
exists between him and the organization,
and if in such case, he or his estate is re
quired to dispose of his interest in the or
ganization if the employment relationship
terminates, the continuing existence of the
organization depends upon the willingness
of its remaining members, if any, either to
agree, by prior arrangement or at the time
of such termination, to acquire his interest
or to employ his proposed successor. The
continued existence of such a professional
service organization is similar to that of a
partnership formed under the Uniform Part
nership Act, whose business continues pur
suant to an agreement providing that the
business will be continued by the remaining
members after the withdrawal or death of a
partner (see paragraph (b) of this section),
and is essentially different from the con
tinuity of life possessed by an ordinary busi
ness corporation. Consequently, such a pro
fessional service organization lacks conti
nuity of life.”
(continued to page 14)

During the past five years over thirty states
have passed laws which permit professional
service corporations or organizations. Many
professional firms, doctors and lawyers in par
ticular, who have acted under these laws and
incorporated find they are now face to face
with Regulations 301.7701-2 amended Feb
ruary 2, 1965 by T.D. 6797 to provide rules
to clarify the tax treatment of professional
service corporations. Because the Code of
Professional Ethics of the American Institute
of Certified Public Accountants prohibits the
incorporation of CPA firms, not many account
ing firms have incorporated.
According to these Regulations, it is the
Internal Revenue Code and not local law
which sets the tests or standards to be applied
in determining the classification of an organi
zation for purposes of federal income taxation.
“For purposes of determining the classification
of an organization under these regulations,
the term ‘professional service organization’, as
used in this paragraph, means an organization
formed by one or more persons to engage in
a business involving the performance of pro
fessional services for profit which under local
law, may not be organized and operated in
the form of an ordinary business corporation
having the usual characteristics of such a
corporation. Thus, even if a professional serv
ice organization is organized as an ordinary
business corporation, this paragraph applies
if such corporation is subject to local regula
tory rules which deprive such corporation of
the usual characteristics of an ordinary busi
ness corporation. This paragraph applies ir
respective of whether an organization is
labeled under local law as a professional serv
ice corporation, a professional service associ
ation, a trust, or otherwise.”
A professional service organization will be
treated as a corporation or as an association
taxable as a corporation only if it has sufficient
corporate characteristics which are listed in
the regulations as—
Continuity of life or continuing identity;
Centralization of management;
Limited liability; and
Free transferability of interest
These characteristics are described in the
regulations as follows—
“(h)(2) A professional service organiza
tion does not have continuity of life within
the meaning of paragraph (b) of this sec
tion if the death, insanity, bankruptcy, re
tirement, resignation, expulsion, professional
11

Comments and Idea Exchange
JANE STRENCIWILK, CPA

PAYROLL REPORTS SHORTCUT

Many accounting firms have adopted either
a pre-carboned Rediform for use with the Fed
eral 941 or the Employment Security Commis
sion Contribution Report or have used the
federal continuation sheets for both the federal
and ESC reports. Obviously the use of these
forms for both reports cuts down the time
involved in preparation since all the informa
tion for both reports is supplied in one typing.
The IRS and the State of Arizona have ac
cepted these federal continuation sheets in the
past, but they are apt to create some confusion
and the two agencies have been less agreeable
to their use recently.

Rediform #45942 is an acceptable, pre
printed, pre-carboned Form 941a which is ex
tremely useful in the preparation of returns
involving a large number of employees. The
top part of the form provides space for the
name, address, and identifying numbers (both
federal and state) of the employer, the state
for which the ESC information is intended,
the page number, the date of the period for
which you are filing, and a place to check if
the form is used as a continuation sheet for
Form 943.
There are five pages in this set. The top
sheet for the IRS has the nonapplicable state
information blocked so it is illegible, and the
second sheet which is for the state has the
nonapplicable federal information blocked.
There are four columns across the page
headed as follows:
(1) Employees Social Security Account
Number

(2)

Name of Employee

(3) Wages Taxable Under FICA Paid to
Employee
(4) Total Wages Paid to Employee During
Quarter

There is space provided at the bottom of the
page for the total for each set of pages used,
the number of employees reported and the
taxable wages.

Thus, with just one operation all necessary
copies for the federal, the state, the employer
and office copies can be prepared.
Betty Jane Loos
Tucson ASWA Chapter No. 58

CUBAN SEIZURE LOSSES
Losses of personal property, such as resi
dences, jewelry, autos, clothing, cash in safety
deposit boxes and other non-income producing
property occurring from seizure by the Castro
regime are now deductible as casualty losses.

This is a change from past policy where
only losses of income-producing property were
deductible, and then only in the year of the
loss.

There is no stated effective date on the new
law for personal casualty loss deduction, thus
it has not been settled whether one can claim
a prior year’s loss. However, the change in the
law regarding seizure loss on income-producing
property covers the period retroactive to Jan
uary 1, 1959. There is no deduction to the
extent of the loss covered by insurance or where
there is a reasonable claim for reimbursement.
(The Treasury has ruled Castro’s promise of
reimbursement is not “reasonable” at this time.)
One must also remember that the present law
provides that the first $100 of each casualty
loss is non-deductible.
There also has been a change in the treat
ment of the loss from seizure of income-pro
ducing property. An election may be made to
carry the loss forward ten years rather than
the normal three years back and five forward.
The benefit of the election is that there is no
loss of past foreign tax credits and there is a
longer period in which to recover the loss. The
loss must have occurred in a tax year ending
after December 31, 1958. For the years 1959
through 1963, one has until December 31,
1965 to make the election. For current losses,
the election should be made by filing the
applicable tax return.

Helene Blumner, CPA
Tucson ASWA Chapter No. 58
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TIPS FOR BUSY READERS
MARY J. McCANN, CPA

Contributors:
Doris L. Bosworth, CPA
Petit, Marwick, Mitchell & Co.
New York, New York
Mary E. Burnet, CPA
Rochester Institute of Technology
Rochester, New York
Dr. Marie E. Dubke, CPA
Central Michigan University
Mount Pleasant, Michigan
Carmoleta G. Field
Central Missouri State College
Independence, Missouri
Dr. Virginia R. Huntington, CPA
Arizona State University
Tempe, Arizona
Corporate Profits, by William A. Paton. Home
wood, Illinois: Richard D. Irwin, Inc., 1965.
It is a pleasure to hear again from one of the
foremost “Deans” of accounting and economics.
Professor Paton’s comments on the corporate
concept are good for the heart as well as for
the mind. He reminds us that the corporation
is after all an instrument for human economic
endeavor, rather than a “person” capable of
independent decision and action. He deplores
the mind-set which sees the big corporation
as a social and economic force separate from
the individual stockholders, managers, and
employees involved in the business activity.
He regards the separatist view as responsible
for certain anomalies in taxation and corporate
regulation.
Professor Paton (now Professor Emeritus of
Accounting and Economics, University of
Michigan) is particularly interested in ex
ploring the concept of corporate profits. He
expresses his concern over current trends, sup
ported in some financial circles, toward an
undue emphasis on profits before taxes and on
cash flow per share. He urges a wider adop
tion of relative measures of earning power,
such as return on investment, stating that the
reporting of earnings alone, without relating
earnings to capital committed, is of limited
value to investors. Professor Paton explores
also “the assumption of convention accounting
procedure . . . that the yardstick used in finan
cial measurement is a constant—the same yes
terday, today, and forever.” He regards this
assumption as a “longstanding blind spot in
accounting . . .”
In the area of broad economic analysis, Pro
fessor Paton is critical of reports which employ
only estimates of total profits and other income
aggregates, without relating these basic eco
nomic aggregates to commitments or gross

national product. He points out that such
relative measures indicate a decline, rather
than an improvement, in national income over
the past two decades. Professor Paton prefers
a similar analysis of dividend pay-out in order
to clear up misconceptions regarding relation
ships between dividends and employees’ wages.
The apparent popularity of stock dividends
and stock splits is a subject of considerable
interest to the author and he is critical of many
practices in these areas.
This intriguing little book (only 119 pages)
is concluded with a chapter headed “Two Stray
Topics: Treasury Shares; Taxation of Profits.”
We are indeed fortunate that Professor Paton
has added to his notable list of publications to
give us the benefit of his experienced views.
V. R. H.
“Critical Path Methods,” Granville R. Gargi
ulo, NAA Bulletin, January 1965, Volume
XLVI, Number 5
During the past few years a number of new
and improved techniques for aiding manage
ment in planning, scheduling and controlling
company programs have evolved. This article
deals with one of these techniques namely
the Critical Path Method (CPM). In explain
ing CPM, the author uses as an example a
construction project subdivided into a number
of separate activities or steps necessary for its
accomplishment. Before discussing the con
struction project, Mr. Gargiulo mentions briefly
the use of Gantt charts which preceded the
use of CPM, and then explains the basic steps
in CPM and lists some of the advantages re
sulting from its use.
The Critical Path Method involves the con
struction of a representation, or network mod
el, which graphically depicts the sequence and
dependencies of the individual activities mak
ing up the project. The next step is the assign
ment of time estimates to the activities fol
lowed by the development of a project sched
ule. The project schedule provides such infor
mation as the earliest date by which the total
project can be completed and those activities
whose completion times are responsible for
establishing the overall project duration.
The use of the Critical Path Method in
project planning aids management in a num
ber of ways, among which are the following:
1. The discipline required to construct a
network diagram necessitates a thorough
understanding of the project scope.
2.
It provides a basis for communication.
3. Alternate strategies and objectives can
be evaluated.
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4. It reduces the hazards of omitting steps
that should be considered in the project.
5. It provides a basis for pinpointing re
sponsibilities.
6. It is useful in training personnel not
familiar with the project.
The Critical Path Method is also an aid to
accountants since a project is subdivided into
small but significant steps in such a way as to
enable each step to be separately planned,
scheduled, budgeted, and promptly accounted
for when completed.
In presenting the example of the construc
tion project, the author uses charts and tables
which enable the reader to follow the discus
sion. In the example, the time associated with
the minimum cost for each activity is con
sidered. It is pointed out that this analysis can
be extended to consider time-cost relationships
as a means of evaluating ways of shortening
the time for completion. As opposed to “nor
mal” time associated with minimum cost,
“crash” cost is the cost associated with mini
mum time. Sometimes alternatives for re
ducing the completion time are available, in
which case the most economical one should be
chosen.
The author concludes that project monitor
ing is best achieved where the exception re
porting principle is used to call management’s
attention to those activities which are behind
schedule or over the budget. The CPM analy
sis provides detail specific enough to pinpoint
performance deviations and, as a result, status
reports are timely and meaningful enough for
effective corrective action by management.
It occurs to this reviewer that the Critical
Path Method, or a modification of it, would
be useful to accountants and other business
personnel who are engaged in activities which
require planning. Although CPM has been
found useful in planning and controlling con
struction projects, it would appear that the
principles involved would be equally useful
for other types of projects.
M.E.B.

lay employees, (ii) the compensation of the
members and of such employees, (iii) the
conditions of employment—such as working
hours, vacation periods, and sick leave, (iv)
the persons who will be accepted as clients
or patients, (v) who will handle each in
dividual case or matter, (vi) the profes
sional policies and procedures to be fol
lowed in handling each individual case,
(vii) the fees to be charged by the organi
zation, (viii) the nature of the records to be
kept, their use, and their disposition, and
(ix) the times and amounts of distributions
of the earnings of the organization to its
members as such”
“(h)(4) A professional service organiza
tion has the corporate characteristic of
limited liability within the meaning of para
graph (d) of this section only if the person
al liability of its members, in their capacity
as members of the organization, is no
greater in any aspect than that of share
holder-employees of an ordinary business
corporation. If under local law and the rules
pertaining to professional practice, a mutual
agency relationship, similar to that existing
in an ordinary professional partnership, ex
ists between the members of a professional
service organization, such organization lacks
the corporate characteristic of limited lia
bility.”
“(h) (5) (i) If the right of a member of
a professional service organization to share
in its profits is dependent upon the exist
ence of an employment relationship be
tween him and the organization, free trans
ferability of interests within the meaning of
paragraph (e) of this section exists only if
the member, without the consent of other
members, may transfer both the right to
share in the profits of the organization and
the right to an employment relationship
with the organization”
These rules are applicable to taxable years
beginning after December 31, 1960. “How
ever, in the case of an organization formed as
a partnership association, a business trust, an
ordinary business corporation, or a profes
sional service organization formed under a
local law or regulatory rule specifically author
izing the formation of such organizations, the
rules of paragraph (h) of this section shall
not apply to any taxable year ending on or
before December 31, 1964, if such organiza
tion made its return for any such taxable year,
filed at or prior to the time (including ex
tensions thereof) that the return for such tax
able year was required to be filed, as if its
income were subject to the tax imposed by
section 11 of the Code (relating to tax im
posed on corporations).”

Tax Forum

(continued from page 11)
“(h)(3) In applying the rules of para
graph (c) of this section, relating to central
ization of management, a professional serv
ice organization does not have centralization
of management where the managers of a
professional service organization under local
law are not vested with the continuing ex
clusive authority to determine any one or
more of the following matters: (i) The
hiring and firing of professional members
of the organization and its professional and
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EDITOR'S PAGE
Authors in This Issue

Dr. Virginia R. Huntington, author of “The
Role of Research in the Development of Ac
counting Theory,” is Associate Professor of
Accounting at Arizona State University, Tempe,
Arizona. She is presently serving as one of the
contributors to “Tips for Rusy Readers.” Dr.
Huntington was recently elected to serve as
ASWA Vice President for the administrative
year 1965-1966.

Miss Eva M. Laburn, C.A., is the chairman
of the Lady Members’ Group of the Institute
of Chartered Accountants of Scotland. Her
article “Impressions of the Vienna Congress1964” was forwarded to us by Miss Johne
Souden, author of “Women Accountants in
Scotland” published in our April 1964 issue.
Miss Barbara H. Blagg noted the suggestion
appearing on page 14 of our December 1964
issue. Although we had previously invited Miss
Blagg to contribute an article to our magazine,
she had felt that she had nothing to write
about. However, the suggestion of an article
with a “between-the-lines perspective” ap
pealed to her and she wrote “A Day in the Life
of a Woman Free Lance Accountant.” Bio
graphical information concerning Miss Blagg
appears at the conclusion of her article.

portion of this information is published under
the title “A Woman CPA in Holland.”
“Mapping Your Future?”

The editor has recently received many com
pliments on this career information bulletin
prepared by AWSCPA and ASWA. Single
copies of the publication may be secured from
National Headquarters for 15¢ and quantity
discounts are available.
Ninth International Congress of Accountants

Monsieur F-M. Richard, President of the
Ninth International Congress of Accountants,
has announced that the Congress will be held
September 7-12, 1967 at Salle Pleyel, Paris,
France. The theme of the Congress will be
“The New Frontiers of Accountancy.” He has
also announced that Madame Madeleine Bouchon, expert accountant in Paris, has been
selected to Serve as President of the Ladies’
Committee.

We are hopeful that publication in this issue
of material submitted by women accountants
from Scotland, England, and Holland will make
many of our readers anxious to plan to attend
the Congress.

We have been advised that detailed infor
mation concerning applications for provisional
inscriptions will be furnished to us beginning
in October 1965. At that time, members of
AWSCPA and ASWA may apply for these first
provisional inscriptions. Thereafter, the in
scriptions will be changed to permanent in
scriptions, and the Ninth International Congress
of Accountants will communicate directly with
holders of provisional inscriptions.

Drs. F. J. de Winter-Otto was in attendance
at the 8th International Congress of Account
ants in 1961 and met some of our readers
there. A recent letter from her gave some
interesting information concerning women ac
countants and working wives in Holland. A

Annual Meeting

American Society of Women Accountants
In accordance with ARTICLE X, Section 1, of the National Bylaws of the American
Society of Women Accountants, notice is hereby given that the 25th Annual Meeting
of the Society will be held in conjunction with that of the American Woman’s Society
of Certified Public Accountants at The Statler Hotel, Dallas, Texas, September 15-18,
1965. The Annual Business Meeting of the American Society of Women Accountants
has been called for 9:00 a.m. on Friday, September 17, 1965.
Cleo Burgess
National Secretary, 1965-66
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Because IAS has helped

«

train more than
9,000 CPA’s

life can make this unusual
agreement with you

If any CPA Coaching Course enrollee who has submitted for grading all 20 examinations
of the course fails to pass the CPA examination in any state after meeting the legal require
ments of the state as to residence, experience, preliminary education, etc., IAS will con
tinue coaching without additional cost until the enrollee is successful.

In helping 9,676* CPA’s pass their state examinations, IAS has developed an out
standingly successful coaching course.
The vital need for effective coaching has been well established by innumerable
experienced accountants who have floundered in the examination room. They know
accounting but they didn’t know how to:
1. Budget their time

2. Approach each problem or question
3. Decide quickly, the exact requirements for the solution
4. Construct an acceptable presentation

5. Extract relevant data
6. Use accounting terms acceptable to the examiners

To obtain full information on how you or some qualified member of your staff can
benefit from IAS’ more than half a century of coaching CPA candidates successfully
just use the coupon below.
*As of April 5, 1965, this number of former students who had obtained all or a part of their accounting
training through IAS had passed CPA examinations.

International Accountants Society, Inc.
209 W. Jackson Blvd. Chicago, Illinois 60606
Without any obligation on my part please send me your latest report on the
IAS CPA Coaching Course.

INTERNATIONAL ACCOUNTANTS SOCIETY, INC.

Name_______________________

A CORRESPONDENCE SCHOOL SINCE 1903

209 West Jackson Boulevard • Chicago, III. 60606
ACCREDITED BY THE ACCREDITING
COMMISSION OF THE NATIONAL HOME STUDY COUNCIL

Address_____________________________________________________________
City--------------------------------------------------------------------------------- Zone
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